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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless noted) 


1987/88 
Percent 
1985 1986 1987 1988d Change 
Domestic Economy 
Population (millions) 32 33 34 35 
GDP (current prices) 4,450 5,531 5,743 6,471 
GDP (1980 prices) 5; L100 5,263 5,416 5, 566 
Principal Exports: 
-Copper (’000 MT) 506 503 509 466 
-Cobalt (’000 MT) 9.3 14 10.2 10.1 
-Oil (million barrels) 22.0 12.7 13.3 10.9 
-Coffee (’000 MT) 65.0 146.0 105.0 57.5 


Money, Credit and Prices 

Money supply 495 649 661 908 
Credit to public sector 297 415 295 630 
Credit to private sector 194 236 222 232 
Inflation (percent) 39 40 100 106 
Copper price in cents/lb 65.0 64.0 75.0 337.3 


Balance of Payments 
Total exports (FOB) 1,889 1,844 1,745 2,207 
Total imports (CIF) 1,482 1, S27 1,656 1,953 
Trade balance 406 3a7 89 254 
Current account balance -264 -350 -647 -693 
Foreign debt(year end) (a) 4,630 5,570e 7,100 7,065 
-Debt service paid(b) 372 330 203 162 
-Debt service due(c) 807 786 872 942 978 
-Debt service paid S753 19.7 17.9 11.6 7<3 
Foreign exchange reserves 137.4 189.7 268.6 180.8 186.9 
Exchange Rate (Z per US$) 36 50 60 233 187 


U.S.-Zaire Trade 

U.S. exports to Zaire 82.0 102.5 104.2 103.0 122.3 

U.S. imports from Zaire 502.0 414.7 238.7 320.8 383.7 

U.S. bilateral aid $3.7 68.0 he<0 66.2 61.0 
-Economic 45.9 59.6 63.6 60.9 57.0 
-Military 7.8 8.4 8.4 5.3 4.0 


Major U.S. exports (1988): mining and transport equipment, wheat, 
cotton, used clothing. 

Major U.S. imports (1988): crude oil, copper, diamonds, cobalt, zinc. 
Sources: IMF, World Bank, Government of Zaire, U.S. Embassy Kinshasa, 
and U.S. Department of Commerce. 

a) Excludes IMF credit b) After rescheduling c) Before rescheduling 

d) U.S. Embassy estimates except for U.S. trade, money supply, credit 
and aid data; e) Increase in debt in 1986 reflects exchange rate 
changes; in SDR terms 1986 debt is only moderately higher than the 1985 
debt; f£) change calculated prior to converting figures to U.S. dollars. 





SUMMARY 


In 1988 Zaire continued to experience the serious economic 
difficulties which have beset the country since mid-1986. Real 
GDP growth has continued at a modest 2.5-2.7 percent over the 
past three years. Although export earnings recovered somewhat 
in 1988 from the precipitous declines in 1986-87, they still 
have not returned to their 1985 level when priced in SDRs. 

This has placed a severe strain on the economy. Reduced export 
earnings have meant lower government revenues and contributed 
to increased deficit spending which in turn has caused 
inflation to soar and the exchange rate to depreciate 
significantly. The private sector responded by turning to the 
black market to obtain necessary foreign exchange. 


Prospects for 1989 are brighter. In January 1989, the 
Government of Zaire took the necessary measures to reestablish 
the stabilization and structural adjustment programs began in 
1983 and 1987, to contain the budget deficit and achieve 
realistic exchange and interest rates. By April, the inflation 
rate had fallen, and the gap between the paraiiel or black 
market exchange rate had been substantially reduced. In June, 
the government agreed on a structural adjustment program with 
the International Monetary Fund (IMF) and the World Bank. 


Zaire will receive a net inflow of capital from multilateral 
and bilateral donors and creditors over the life of the 
agreement (1989-92). 


Zaire’s ability to move its economy from stabilization to 
sustained economic growth will depend on mobilizing substantial 
additional resources and addressing the following major 
constraints: a heavy and growing external debt burden, 
dependence on primary commodity exports for which prices are 
extremely volatile, deteriorating physical infrastructure, and 
inadequate public investment. 


Although difficult, Zaire’s business environment continues to 
improve as policy reform becomes increasingly important. The 
right to repatriate profits and the liberalization of prices 
and trade policy exemplify the improved business climate. With 
its vast resources and innumerable needs, Zaire will continue 
to offer tremendous opportunities to the well prepared 
entrepreneur. 


ZAIRE UNDERTAKES MAJOR ECONOMIC REFORMS 


During the late 1970s and early 1980s, Zaire experienced severe 
economic problems for a number of reasons: a sharp drop in the 
price of copper, its principal export, large and growing 
foreign debt service incurred to finance nonproductive 





investments; the economic disruption resulting from the 
"Zairianization" or expropriation program of 1974; excessive 
regulation of the economy; decaying infrastructure; an 
overvalued exchange rate; high inflation; and large budget 
deficits. Not surprisingly, agricultural production stalled as 
rural roads became impassable. Faced with artificially low 
agricultural prices, both smallholder and plantation production 
fell. Zaire became a net importer of agricultural products for 
the first time in decades. 


In September 1983, Zaire implemented an economic stabilization 
program to deal with this crisis. This effort was supported by 
three consecutive standby arrangements from the International 
Monetary Fund and generous debt reschedulings. These actions 
ensured a marginally positive net transfer of resources to 
Zaire during 1983-86, a period during which Zaire’s terms of 
trade deteriorated by almost 20 percent. 


The cornerstone of the 1983 program was a reform of foreign 
exchange policies. The national currency, the zaire, was 
significantly devalued, and an interbank market was established 
to determine the value of the currency on the basis of supply 
and demand. In addition, except for petroleum products, public 
utilities, and transportation, most prices were decontrolled. 
Government expenditures were limited to reduce the budget 
deficit; the trade regime was liberalized and customs duties 
revised; government-owned enterprises were reformed to reduce 
their burden on the state budget; external debt service 
payments were regularized to eliminate commercial arrears over 
time; and finally, the first steps were taken to establish a 
domestic money market through the sale to the public of 
short-term treasury bills. 


Unfortunately, 1986 and 1987 were difficult years for the 
Zairian economy. Although the GDP continued to grow at about 
2.5 percent in real terms, export earnings fell dramatically. 
In 1986 there was a substantial relaxation of the adjustment 
effort. The government sharply increased deficit spending, 
inflation began to accelerate, and the zaire depreciated 
rapidly. The solid gains from the reform program eroded, and 
by late 1986 Zaire was no longer in compliance with the 
stabilization program. 


In May 1987 Zaire implemented a new structural adjustment 
program with the support of the IMF and World Bank. The 
government revised the investment code to streamline the 
incentive framework and revamped the tariff structure. 
Unfortunately, though elements of the earlier structural 
adjustment program remained intact, excessive deficit spending 
in 1987 prevented Zaire from meeting the program’s targets and 





the IMF and World Bank withheld further credits. Foreign 
reserves declined; inflation mounted to over 100 percent in 
1988, and the zaire depreciated. The real growth rate of 2.5 
percent remained below population growth, resulting ina 
decline in per capita income. 


In January 1989, the Zairian Government took steps to 
reestablish the stabilization and structural adjustment 
programs began in 1983 and 1987. The government committed 
itself to contain the budget deficit, and by April the 
inflation rate and the gap between the parallel (or black 
market) and official exchange rate had been substantially 
reduced. In June 1989, Zaire agreed on a new structural 
adjustment program with the IMF and the World Bank. This 
program emphasizes reducing the budget deficit, restructuring 
and improving the management of the public sector, eliminating 
distortions in trade policy, improving the business climate for 
the private sector, and improving the transportation network. 


Exchange Market Developments: Dramatic exchange rate reform 
was the centerpiece of the 1983 adjustment program. On the eve 
of the currency reform, the official exchange rate was 6 zaires 
per dollar while on the parallel market a dollar sold for 26 
zaires. Local industries had tremendous difficulties obtaining 
spare parts and repatriating profits due to the scarcity of 
hard currency. A nearly 80 percent devaluation of the zaire 
was followed by creation of a floating exchange rate system. 
The results were dramatic. For nearly three years transactions 
on the parallel market declined as traders purchased foreign 
exchange from commercial banks. Restrictive monetary and 
fiscal policies kept a lid on inflation; imports had to be paid 
in advance before commercial banks could open a letter of 
credit. While this dried up the excess supply of zaires in the 
market, it also contributed to a recession. 


The reform program stalled in 1986 as increased deficit 
spending, monetary expansion and a decrease in available 
foreign exchange caused the zaire to resume its rapid 
depreciation. By 1988, the parallel market returned as the 
zaire depreciated 100 percent against the U.S. dollar and 87 
percent against the Belgian franc. The government took action 
in the beginning of 1989, and by August the stabilization 
actions began to show results: the rate of devaluation had 
slowed and the difference between official and parallel rates 
had narrowed to less than 10 percent. 


External Debt Burden: Zaire’s debt is estimated at $7.1 
billion (excluding the IMF). Most is owed to bilateral 
government creditors. Multilateral institutions account for 14 
percent and commercial banks account for about 6 percent. 





Zaire’s debt to exports ratio would be 50-60 percent without 
debt rescheduling. Reschedulings have reduced debt service to 
actual ratio of between 12 and 19 percent. The most recent 
rescheduling in June 1989, coupled with debt forgiveness plans 
by Belgium and the United States in July 1989, should give 
Zaire some room to improve its debt situation. 


Budget: Zaire’s mounting debt burden continues to weigh 
heavily on the budget. The local currency cost of foreign debt 
service payments increases with the depreciation of the zaire. 
Debt service payments were 11 percent of total government 
expenditures in 1988 and are likely to double to 23 percent in 
1989. 


Money, Credit and Inflation: Zaire has often financed its 
large budget deficits by borrowing from the domestic banking 
sector, a tactic which contributed to excessive growth in the 
money supply and rapid inflation. In 1983, the government 
controlled the growth of the money supply and inflation by 
progressively restricting credit and increasing commercial bank 
deposit rates. Pressures on the exchange rate and on local 
prices eased. Demand compression became unsustainable in 1986; 
the government in turn increased deficit spending and relaxed 
credit requirements to treat the recession. In 1987 and 1988 
the rate of inflation soared to 100 percent and the money 
supply exploded. 


The debilitating effects of these policies were addressed in 
January 1989. The government committed itself to contain both 
the budget deficit and limit monetary financing. The strong 
stabilization actions taken by the government began to bear 
fruit in April 1989. Domestic liquidity was reduced; positive 
real interest rates were restored, and inflation fell to about 
1.5 percent a month. 


Reform of Public Enterprises: Inefficient state-owned 
corporations, parastatals, have contributed to Zaire’s economic 
problems and severely strained the budget. The current reform 
efforts are designed both to reduce the role of the public 
sector in the economy and to increase the efficiency of the 
parastatals. 


An agriculture divestiture program has successfully privatized 
some parastatals and eliminated others. Gecamines, the state- 
owned copper, zinc, and cobalt producer, has improved 
operations enabling it to increase its contributions to state 
coffers through tax payments and dividends. The transport and 
utilities sectors are also being overhauled to improve 
operations and management. 





Prospects for Sustained Growth: Zaire seems committed to 
continuing the current structural adjustment programs with the 
support of the IMF, World Bank, and bilateral donors. The 
government’s ability to consolidate the gains from its 
stabilization effort and translate them into sustained economic 
growth over the medium term depends on its being able to 
address the major constraints: (a) a heavy external debt 
burden which has grown with repeated reschedulings at market 
interest rates; (b) dependence on the export of primary 
commodities--copper, cobalt, oil, diamonds and coffee--whose 
price prospects are not encouraging; (c) outdated and 
deteriorating infrastructure; (d) a weak institutional 
environment; and (e) insufficient investment. In the final 
analysis, to move from stabilization to growth, Zaire must 
mobilize substantial externally and internally generated 
resources. 


New Investment Code: The Investment Code adopted in April 1986 
offers a number of incentives designed to restore investor 
confidence and mobilize foreign capital. New benefits include 
tax and duty exemptions depending on the location of the 
enterprise, number of jobs generated, type of activity, 
training and promotion of local staff, export orientation, and 
value added to local resources. Most of the benefits are 


available for 5 years, but individual benefits range from 1-10 
years. 


Bilateral Investment Treaty: The Bilateral Investment Treaty 
ratified during President Mobutu’s visit to the United States 
in July 1989 guarantees American investors national treatment 
status in Zaire, unrestricted repatriation of profits, rights 
to employ necessary expatriate technical and managerial 
personnel, and binding third-party arbitration in the event of 
an investment expropriation dispute. 


Investment Protection Insurance: Zaire is a member of the 
World Bank’s Multilateral Investment Guarantee Agency (MIGA) 
which offers insurance to new foreign investments against 
foreign exchange risk, expropriation and civil unrest. The 
United States Overseas Private Investment Corporation (OPIC) 
also offers American investors similar insurance protection. 


U.S. ECONOMIC ASSISTANCE TO ZAIRE 


The United States Agency for International Development (USAID) 
seeks to address Zaire’s major development problems and to help 
the country create an economic environment conducive to overall 
growth. The goal is to promote broad-based, market-oriented 
economic development, with particular emphasis on agriculture, 





rural transportation, health and population, and the private 
sector. 


In 1988 USAID provided $57 million in economic assistance, 
under PL 480, Food for Peace concessional loans, and 
Development Fund for Africa grants. Forty percent of the aid 
consisted of commodity imports: food, cotton, other raw 
materials for agriculture-related industries, machines, and 
spare parts. The rest supported a portfolio of projects. 


IMPLICATIONS FOR THE UNITED STATES 


The government’s structural adjustment program has improved 
economic prospects in Zaire. Reduced inflation, a more stable 
exchange rate and projected real economic growth of 3-3.5 
percent should improve prospects for the sales of U.S. 
products. Moreover, the climate of reform could restore 
conditions conducive to an expanded U.S. business role in the 
country. Government efforts to streamline the bureaucracy, the 
bilateral investment treaty, and greater emphasis on private 
initiative are important steps toward improving the business 
climate. 


Investment: U.S. corporations invested heavily in Zaire in the 
early 1970s. Chevron, Continental Grain, and Mobil are 
examples of companies with significant facilities in Zaire. 
U.S. companies are active in such fields as banking, hotels, 
car rental, accounting, and law. However, many of these firms 
have experienced difficulties during the past decade because of 
foreign exchange shortages and the difficult operating 
environment. Several American multinational firms have sold 
their local operations in recent years. On the other hand, 
privately held American businesses have expanded, acquiring 
investments in the manufacturing, agro-industrial enterprises 
and forestry. 


In general, administrative redtape, corruption and 
institutionalized problems that go with living and working in 
Zaire make this an investment environment that challenges even 
the most flexible and well-prepared entrepreneurs. 


Export Opportunities: Zaire is a large market of 35 million 
people, who imported $122 million in U.S. products in 1988. 
Zaire needs many U.S. products; however, negotiating the 
difficulties of this market requires a certain degree of 
experience and local contacts. Other obstacles to increased 
U.S. exports to Zaire include the absence of export financing, 
irregular communications and transportation, and a history of 
uncertain foreign exchange supplies. 





Despite these difficulties, a number of export opportunities 
exist for U.S. companies in telecommunications, heavy 
machinery, agricultural equipment, processed foods, manually 
operated, low maintenance agricultural and food processing 
machinery, machinery for water pumping and brickmaking, 
pharmaceuticals, used clothing, cosmetics, and sturdy 
four-wheel drive vehicles. A U.S. firm recently sold and 
installed a ground station in the regional capital of Kananga. 
The entire transaction was accomplished in a matter of months. 
In general, however, trade negotiations take longer in Zaire 
than in other parts of the world. A proven technique for 
success in the Zairian market is to work through a U.S. or 
multilateral development contract. 


Commodity sales in Zaire can be very profitable. The country 
is a net food importer; products such as wheat, flour, frozen 
fish and chicken, and canned goods account for almost 30 
percent of all imports. European companies are the largest 
suppliers of these products; however, some American companies 
have captured much of the market for wheat, cotton and rice 
with the help of the PL 480 and export enhancement programs. 
Corn and poultry are likely prospects for increased U.S. market 
share. U.S. exporters should also consider sales of processed 
foods to the major private importers in Kinshasa. 


Demand for U.S. mining, road-building and forestry equipment is 
expected to remain strong. Gecamines has an excellent 
reputation with U.S. suppliers. The MIBA diamond mines and 
Kilo-Moto gold mines are also good potential customers. 


Major projects planned between now and 1991 include: 

--A $106 million World Bank road renovation program; 

--A continuing $1 billion World Bank and African Development 
Bank investment program to replace and rehabilitate Gecamines’ 
mining equipment and plant facilities; 

--Gecamines’ purchase of two satellite earth stations; 

--A government plan to install a network of 43 ground stations; 


Business people with specific questions on Zaire may wish to 
contact the U.S. Department of Commerce Desk Officer, Room HCHB 
3317, Washington, DC 20230, tel: 202/377-0357 or the Commercial 


section at the U.S. Embassy in Kinshasa APO NY 09662-2220, TLX 
21405 USEMB ZR. 





You say you want 
to export ben 


The new, easy-to-read BASIC GUIDE TO 
EXPORTING is now at Government Printing 
Office bookstores across the country or through 
the attached coupon. 



















































































































































































































































































































































































Everything you need to know 
about developing an export strate- 
gy, finding economical market re- 
search, pricing for profits, shipping 
overseas, export documentation, 
traveling abroad, answering over- 
seas inquiries, making an overseas 
sales contact, using an export man- 

agement company, antitrust, copy- 
rights, trade secrets, technology 
licensing, getting paid for over- 
seas sales, joint ventures, pat- 
ents, licensing exports, finan- 
cing overseas sales, foreign sales 
corporations, government assis- 
tance to exporters... 
is at your fingertips! 
































































































































































































































































































































































































































































































































The BASIC GUIDE TO EXPORTING is 
published by the U.S. and Foreign Commercial 
Service, U.S. Department of Commerce, your 
global network of trade professionals. 


dent of Documents Publication Order Form 
Charge your order. 
a YES 5 please send me the Basic Guide to Exporting 
at $8.50 per copy (Stock number 003-009-00487-0) 


1. The total cost of my order is $______ (International customers please add an additional 25%.) 


Please Type or Print 


3. Please choose method of payment: 





, (Company or personal name) 


LJ Check payable to the Superintendent of Documents 


(Additional address/attention line) LJ GPO Deposit Account Lt hd a 


| VISA, CHOICE or MasterCard Account 


SERESEEPERE RAKES SRE 





(Street address) 


(City, State, ZIP Code) 


jail ta aaa Thank you for your order! 
' , (Credit card expiration date) 





(Daytime phone including area code) 
(Signature) 


. Mail To: Superintendent of Documents, Government Printing Office, Washington, D.C. 20402-9325 











Business America, first published 

by the State Department under 

another name in October 1880, is 

the oldest U.S. Government magazine. 

After more than a hundred years of continu- 

ous publication, Business America still has the 
same mission: to help American companies sell 
their products overseas. 


Each issue of Business America has: 
* trade leads * marketing advice *exporttips *success stories *xand more. 


The magazine that has been read by generations of American exporters 
since 1880 can help your company export today. 


Business America is more than a magazine. Business America is your tool for exporting. 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 

Enclosed is LU check, es wis 

C money i or charge to my | VISA® Total charges $_____ Fill in the boxes below 
Deposit Account No. or Credit 


ena CS crdno CLITTTITITTITITT TTT 


Expiration Date 
Order No. 


Month/Year [11 | | 





Please enter my subscription to BUSINESS AMERICA (CRTD) at $40.00 per year. | For office Use Only 
(Add $10.00 for other than U.S. mailing). Allow 6 weeks for delivery. Quantity Charges 


Name—First, Last Enclosed 


PIAL pe Vi To be mailed 
l 


Company name or additional address line Subscriptions 


CEPI PLL eis me 
| 


Street address Foreign handling 
ROSSER CRS Lit} 11] | | | | 
| State ZIP Code 


i 


City 


SAeSeaaee' 


(or Country) 





| | | | 
Liiilecdainced 
CGR See Ree eee 


PLEASE PRINT OR TYPE 


Swaeeseaes 
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